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irik TLONS IN EXGHANGE RATES 
Pe eUemEnw oINito ss leRob N Decbi@-LliGey, 


BY DR PER JACOBSSON 


When, at the beginning of July 1946, Canada 
restored the value of her currency from 1.11 Ca- 
nadian dollar for an American dollar to the for- 
mer parity of one Canadian dollar being exactly 
equivalent to one American dollar, and when Swe- 
den, ten days afterwards, followed Canada’s ex- 
ample and lowered its exchange rate for a dollar 
from 4.20 to 3.60 kronor, these alterations re- 
vived the old question as to the conditions under 
which an individual country might be justified in 
reacting against non-desirable price movements 
in other countries by an adjustment of its own ex- 
change rates. At the time of the above-mentioned 
modification in the exchanges Canada, but not 
Sweden, was a member of the Bretton Woods 
system. It may, however, be of interest to ex- 
amine as regards the two countries how far the 
modifications which were made could be consid- 
ered consonant with the principles on which the 
system was based and, in general, with the rules 
that must be observed in order to enable a rational 
economic policy to be pursued with due regard to 
the legitimate interests of different countries. 

In the first place it must be emphasized that 
the Bretton Woods regulations have given sanc- 
tion to a course of developments which began with 
the depreciation of the pound in September 1931, 
and which may be said to imply that the main- 
tenance of the gold value of the various cur- 
rencies no longer constitutes a strict legal obliga- 
tion for the individual State. The possibility for 
a country to adjust the par value of its own 
currency by at most 10 per cent. without authori- 


~ zation from the International Monetary Fund, — 


and still more, with such an authorization, invol- 
ves a recognition of the principle that in certain 
cases modifications in exchange rates may legiti- 
mately be adopted in order to restore a disturbed 
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equilibrium. Even if the United States, on adhe- 
rence to the Bretton Woods system, expressly 
declared that no change in the gold value of the 
dollar might even be “proposed” by its represen- 
tatives without the express authorization of Con- 
gress being given in each specific case, this reser- 
vation merely adds another guarantee, interesting 
in itself, but does not amount to a repudiation 
of the new principle. 

Modifications in exchange rates must not be 
resorted to, however, without cogent reason. To 
safeguard against arbitrary action it was expressly 
laid down that “‘a member shall not propose a change 
in the par value of its currency except to correct 
a fundamental disequilibrium”. It is nowhere ex- 
plained in the Bretton Woods regulations what 
should be understood by the words “a funda- 
mental disequilibrium”, it being perhaps just as 
well that no attempt at a definition was made. So 
many different cases are conceivable that they 
could scarcely be covered by a few concisely 
worded clauses. A disequilibrium may, for in- 
stance, be due to an inflationary financing of the 
budget in an individual country or to a decline 
in exports connected with structural changes, but 
it may also be the consequence of a marked fall in 
the prices, as was the case after 1929. One thing, 
however, is certain: for a fundamental disequili- 
brium to occur, something more is required than 
merely a tension on the foreign exchange market, 
especially as such a tension may simply reflect a 
flight of capital due to psychological influ- 
ences; a “fundamental disequilibrium” can only 
be said to have arisen when such a dispar- 
ity has appeared between the domestic level of 
prices and costs and those of other countries as 
would necessitate a rather substantial adjustment 
(upwards or downwards) of domestic prices and 
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costs, if the rates of exchange were to remain 
unaltered. This definition is by no means ex- 
haustive, but it does give some guidance. 

If we now consider the circumstances which 
existed when, in July 1946, Canada and Sweden 
raised the exchange value of their currencies by 
to and 14 per cent., respectively, it is evident 
that, at any rate as regards Canada, the economic 
relations to the United States were of decisive im- 
portance. But the same applied in fact to Sweden, 
for the simple reason that the movement of prices 
and costs in the United States was decisive for 
the changes in the world price level, as neither 
the sterling group, nor any other monetary group, 
were sufficiently strong and united to be able in- 
dependently to affect developments. 

As regards the United States, the whole ques- 
tion of the price trend was quite suddenly brought 
to the fore at the end of June 1946, when Presi- 
dent Truman vetoed the price control bill passed 
by Congress, a measure which lhe thought to be 
unduly lax. Telegrams from New York and 
Washington soon reported substantial rises in the 
prices of various commodities, and also contained, 
with more or less clearly stated reasons, forecasts 
of a sharp rise to come in prices, should the 
control be completely abolished. As may now be 
seen from the comprehensive index computed by 
the American Bureau of Labor Statistics the prices 
of all kinds of commodities rose from 112.7 on 
the 29th June to 124.1 on the 27th July, an aver- 
age by about 10 per cent. This, of course, is quite 
a moderate rise on the return to a market where 
the normal relation between supply and demand 
were given relatively free play. The rise in the 
American level of wholesale prices was still in 
the spring of 1946 lower than the corresponding 
rise in a number of other countries, including 
Sweden. (From August 1939 to May 1946 whole- 
sale prices in the United States had risen only by 
45 per cent., but in Sweden by 60 per cent. 
Following the increase during the month of July 
the American price level shows also a rise at the 
rate of about 60 per cent.) 

It would be a mistake, however, to attach too 
much importance to the rather rapidly changing 
wholesale prices. More significant factors are the 
changes in the cost of living and most important 


of all the changes in the costs of production, 
especially wage rates. As regards the cost of 
living, an international comparison on the basis 
of the index numbers computed in the different 
countries is often misleading, partly because ar- 
tificial measures, such as subsidies, are usually 
employed to keep down the prices of the particular 
‘Gndex commodities”. The actual increase in the 
cost of living is often different from that shown 
by the index numbers. According to the official 
figures, the cost of living in the United States 
up to the summer of 1946 had risen by about 36 
per cent., and in Sweden by 44 per cent., but, 
practically speaking, the rise seems to have been 
virtually the same in the two countries. 

In regard to wage rates it is also difficult to 
obtain data that are internationally comparable. 
Comparison should preferably be made on the 
basis of the “normal” hourly rates, that is, after 
adjusting the average earnings per hour for over- 
time work and for the transfer of labour as be- 
tween different industries. From the summer of 
1939 to the summer of 1945 the “normal” hourly 
rates in the United States and in Sweden would 
seem to have risen in very much the same degree, 
or by about 35 to 40 per cent. Since then there 
was some increase of the Swedish wage rates, 
but not more than by 6 per cent., the result being 
that during the period from 1939 to the summer 
of 1946 the average “normal” hourly earnings in 
Sweden seem to have risen by not quite 50 per 
cent. 

In the United States, however, the average 
hourly rates rose by 15 or 16 per cent. between 
the autumn of 1945 and the spring of 1946; thus 
in that country the increase in the average 
hourly earnings (duly corrected for overtime and 
transfers) seems to have been at the rate of 60 
to 65 per cent., as compared with the level in the 
summer of 1939. It is the difference in wage 
policy and thus also in the costs of production 
that is the real reason why the appreciation of 
the Swedish krona relatively to the dollar must 
be considered as fully justified. The difference 
becomes even more evident if account is taken of 
the fact that in the base period, viz. the summer of 
1939, the American wage rates were apparently 
rather high both in comparison with the domestic 
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price level (hence the large volume of unemploy- 
ment in the pre-war years) and in relation to the 
wage scales in other countries (which during the 
period 1933—1939 had shown much more restraint 
in their wage policy). It is moreover probable, 
that the industrial efficiency in Sweden has in- 
creased to quite the same extent as in other coun- 
tries. 

Canada is a country which is practically self- 
supporting in foodstuffs and has, therefore, been 
unaffected by high costs of transport as regards 
the cost of the food supply for its population. 
The cost of living in Canada has in fact shown 
a smaller increase than in other countries, having 
risen according to the official index, by merely 
20 to 22 per cent., a result partly also attributable 
to the skill with which Canada’s economic and 
financial policy was conducted during the war. 
The average “normal” hourly earnings appear to 
have risen by about 4o per cent. In the case of 
Canada there can thus be said to have been “a 
fundamental disequilibrium” relatively to the 
United States. The step taken by Canada at the 
beginning of July 1946, when the former parity 
to the American dollar was restored, corresponded 
in fact to the general expectations in informed 
circles. 

In more than one respect it is instructive to 
make a comparison with the corresponding condi- 
tions in Switzerland. Whether or not Switzer- 
land would follow the example of Canada and 
Sweden by likewise raising the exchange value 
of its currency was a question much discussed in 
the world press in the course of July; the Swiss 
authorities declared categorically that, under the 
existing circumstances no appreciation of the franc 
was contemplated. It is interesting to recall that in 
the summer of 1946 the foreign-exchange markets 
everywhere were characterized by an intense 
demand for the Swiss franc, which was in fact at 
the time “the scarcest currency in the world”. 
But such a scarcity is not in itself a sufficient 
reason for altering the rates of exchange. As far 
as costs were concerned, Switzerland was hardly in 
a strong position: in regard to nearly one half of 
its foodstuff requirements, the country is depen- 
dent on imported goods, which during the war 
could be procured only at greatly raised prices ; 


the cost-of-living index shows a rise of over 50 
per cent., and the average wage rates (duly cor- 
rected) of industrial workers seem to have risen 
by nearly 60 per cent., i. ¢. to well-nigh the same 
extent as in the United States. As soon as foreign 
trade becomes more normal, the shortage of Swiss 
francs will presumably disappear, and then Swit- 
zerland must be in a competitive position as re- 
gards its export industries and its tourist trade. 

In making a comparison with Swedish condi- 
tions, it should be borne in mind that since 1930 
the Swiss franc has been depreciated (in terms of 
gold) by only 30 per cent., whereas the Swedish 
krona before the revaluation in July had been 
reduced in gold value by 47 per cent., and even 
after that revaluation still shows a depreciation at 
the rate’ of 38. percent. 

It may be asked, however, whether the an- 
alysis here given as to the state of economic dis- 
equilibria bears an actual relation to the motives 
which really determined the policy of the respec- 
tive authorities. What the responsible persons 
have in mind is often difficult to tell but it seems 
that, at any rate among the experts, there were 
several who viewed the matter in the above- 
indicated light. In a section of the press, however, 
the action taken by Sweden has been defended 
simply as a means of mitigating the repercussions 
arising from an excessive boom in a number 
of foreign countries. If this view were correct, 
alterations of the exchange rates should be re- 
garded as one of the means to which an individual 
country might have recourse in smoothing out 
the curve of business fluctuations: in times of 
prosperity the country could slow down the pace 
by raising the exchange value of its own currency, 
and in times of depression an impulse in the 
opposite direction could be given by a deprecia- 
tion of the currency. 

What is then to be said in this connection? 

Firstly, it is evident that such a policy could not 
be applied by all countries simultaneously. A 
general reduction to the same extent in the gold 
value of the different currencies would simply 
mean — stable rates of exchange. An individual 
country that would alter its rate of exchange 
with a view to mitigating economic fluctuations 
would do so, however, at the expense of coun- 
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tries which did not resort to such a measure. 
These latter countries would then be faced with 
a more difficult task in their endeavour to 
master the problem of economic fluctuations 
(the difficulties would not arise in the same 
degree, however, if the alteration of the exchange 
rates amounted to a restoration of “a fundamental 
equilibrium”, as then the alteration would probably 
give rise to a greater business activity, especially 
in the field of foreign trade; but, unfortunately, 
even in such cases considerations of prestige have 
a tendency to make themselves felt). When an 
individual country gains an advantage at the 
expense of others, we have an example of what 
is colloquially called a “beggar-your-neighbour” 
policy. Since the world market prices are mainly 
determined by the price movements in the bigger 
countries, these latter countries have not the same 
possibilities as the smaller ones to avail them- 
selves of adjustments in the exchange rates as an 
expedient in the realm of business trend policy. 
This undoubtedly serves to explain the predilection 
for fixed rates of exchange so emphatically shown 
by the Americans in the course of the negotia- 
tions during the last few years. 

As production increases by, let us say, an 
average of 3 per cent., or perhaps even 4 or 5 
per cent. annually, a corresponding rise in wages 
should naturally occur (provided prices remained 
relatively stable), it being usually during the 
upward turn of the business cycle that the rise 
takes place. So long as this rise keeps within 
reasonable limits, it must be considered unfair 
should an individual country seek to stand aloof 
from the general course by alternately raising and 
lowering the foreign exchange value of its cur- 
rency. But it would be quite a different matter 
were a country like the United States, which has 
such a predominant influence on world prices, 
to allow the wage rates suddenly to rise by as 
much as 15 or 16 per cent. (as was actually the 
case during the hectic boom in 1936—37 and now 
again in 1945—46). If such a rise occurred, the 
United States could not reasonably demand that 
countries which have an interest in pursuing a 
steadier policy should keep the dollar rate un- 
changed. The Americans will perhaps find in the 
future that a steadier course is of advantage even 


to them. The willingness of other countries to 
accept American leadership in the economic field 
will certainly depend on the degree of stability 
which the Americans manage to establish within 
their own country. In this connection it seems 
appropriate to recall the experiences from the 
years 1933 and 1934, when the welding of the 
sterling group into an area pursuing a rather 
uniform monetary policy was a direct consequence 
of the puzzling changes in the gold value of the 
dollar and the uneasiness which at the time 
characterized not only the American money market, 
but also the American price and wage movements. 

It may, of course, be objected that, according ta 
the indications given above, there would merely 
be a difference in degree between, on the one 
hand, a rise of wages which should be accepted as 
a normal occurrence in the economic development 
and, on the other hand, such a marked increase 
in wage rates as should give other countries the 
right to dissociate themselves by an alteration 
of their exchange rates. True, but here, as in so 
many other fields of human affairs the degree 
matters most, even if the boundary between what 
is legitimate and what is unfair remains some- 
what fluid. Whatever line is followed, each country 
must, however, ensure coordination and harmony 
between its monetary and its economic policy. 
Thus, as regards Canada and Sweden it is evident 
that the raising of the exchange value of their 
currencies will entail certain consequences as re- 
gards the wage policy. Wage rates cannot in 
fact be increased by as large an amount in 
money as if no alteration had been made in the 
rates of exchange. 

At a time when world prices are rising and 
thus a typical ‘‘seller’s market” exists, a rise in the 
exchange value of a currency will not immediately 
be reflected in more moderate commodity prices 
on the home market. But international influences 
have such an important bearing on the price 
movements in different countries that an adjust- 
ment of the exchange rates by 10 or 14 per cent. 
cannot but have repercussions on the price move- 
ments. The discussion aroused by the steps taken 
by Canada and Sweden show strikingly what 
importance is attached to the exchange rates 
of countries which hold a strong position in the 
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field of international trade. Alterations in the 
rates, whenever made, have necessarily a disturb- 
ing effect and will often be detrimental from a 
commercial point of view; stability is an advan- 
tage which should not be thrown away without 
urgent reasons. It is therefore of the utmost im- 
portance that these questions should be thoroughly 
discussed and the “rules of the game” laid down 
which may justify in exceptional cases an alter- 
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ation in the rates of exchange but which must 
aim on the whole at a strengthening of the old 
well tried system with stable rates. For this aim 
to be reached, a necessary condition is, that the 
world price level shall remain relatively stable, 
and that therefore the larger countries, which have 
such a predominating influence on the price 
trend, pursue a reasonable financial and econom- 
ic policy. 


THE THEORIES OF ECONOMIC STAGNATION 


BY DR TORSTEN GARDLUND 


Readers who take note of the pessimistic outlook 
for the future in Alvin Hansen’s work ‘Fiscal 
Policy and Business Cycles” (1941), pessimistic 
in regard to the capacity of a free economy to 
maintain a high volume of employment, will have 
the impression of having met a similar outlook in 
J. M. Keynes’ book, “The General Theory of 
Employment, Interest and Money”, published five 
years earlier. It is, however, rather difficult to 
verify this impression. Keynes devotes the major 
part of his work to developing a formal theory 
of the factors that determine the level of em- 
ployment. His views on the economic problems 
of the present and the future are set forth merely 
by glimpses, in different connections. 

In the chapter ‘‘Notes on the Trade Cycle’’ how- 
ever, Keynes has some pages which quite distinct- 
ly anticipate the more detailed exposition in Alvin 
Hansen’s book. In these pages Keynes refers to 
“the important schools of thought which maintain, 
from various points of view, that the chronic 
tendency of contemporary societies to under- 
employment is to be traced to under-consumption ; 
-— that is to say, to social practices and to a 


distribution of wealth which results in a propen- 


sity to consume which is unduly low’. He con- 
siders that these theories, according to which a 
higher level of consumption is regarded as a 
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means of increasing the volume of employment, 
afford god guidance in framing practical policy 


: “in existing conditions — or, at least in the condi- 
tions which existed until lately — where the volume 
of investment is unplanned and uncontrolled, subject 
to the vagaries of the marginal efficiency of capital 
as determined by the private judgment of individuals 
ignorant or speculative, or to a long-term rate of in- 
terest which seldom or never falls below a conventio- 
nal level”. 

At the same time, however, Keynes recom- 
mends a stimulation of capital formation, “when 
there is still much social advantage to be ob- 
tained from increased investment”. He states: 


“Whilst aiming at a socially controlled rate of 
investment with a view to a progressive decline in the 
marginal efficiency of capital, I should support at the 
same time all sorts of policies for increasing the 
propensity to consume. For it is unlikely that full 
employment can be maintained, whatever we may do 
about investment, with the existing propensity to con- 
sume.” 

These two lines of economic policy are evident- 
ly discussed from the point of view that contem- 
porary societies have ‘a chronic tendency to 
under-employment”. The causes of this tendency 
are indicated by Keynes in certain respects with 
some detail, in other respects quite summarily. A 
change in the essential conditions for private in- 
vestment is suggested by a reference to the ex- 
pansion in the nineteenth century. During that 
century, he points out, the increase in the popu- 
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lation and in the number of inventions, the ex- 
ploitation of new territories, the greater confi- 
dence in the future and the occurrence of wars at 
intervals of about ten years gave sufficient stim- 
ulus to investment to provide, broadly speaking, 
a tolerably satisfactory level of employment. 
Owing to various circumstances, not particular- 
ized, these factors are assumed to have lost their 
force “today and presumably for the future”. 
In the chapters dealing with the propensity 
to consume, the reasons why the development 
of this propensity may be expected to be un- 
favourable for employment are indicated in great- 
er detail. When incomes become larger and the 
most urgent needs are satisfied, the interest of 
the citizen in providing for the future by saving 
tends to increase. The accumulation of capital 
reserves in the big companies and in public in- 
stitutions likewise leads to greater saving. It is 
chiefly these two circumstances that serve as a 
basis for Keynes’ view: “Yet the larger our in- 
comes, the greater, unfortunately, is the margin 
between our incomes and our consumption.” 
The long-run view in Keynes’ book is sketchy 
and undeveloped, but its pessimism nevertheless 
attains, as a critic of this school of thought has 
expressed it, “a kind of elemental grandeur’. 
This impression is enhanced by the fact that the 
lines of thought in the theory of employment as 
such have, so to speak, been decorated in artistic 
folds with a number of views on historical doc- 
trines: criticism of the classical school and em- 
phasis on the previously unnoticed tradition from 
Mandeville, Malthus and Marx down to Hobson 
and the contemporary exponents of the theory of 
under-consumption. ; 
Keynes’ book of 1936 gave rise to an animated 
scientific discussion within the two connected 
fields of problems which it covered. The com- 
paratively new view of the mechanism of cyclical 
fluctuations stimulated the British and Scandina- 
vian economists in particular to further theoreti- 
cal thinking, whilst the question as to the future 
level of employment at which the cyclical fluc- 
tuations might be expected to occur attracted the 
interest mainly of American economists. The pes- 
simistic outlook for the future was expressed in 
1939, as a rounded-off theory of stagnation, in a 


report from the Temporary Economic Committee 
of the 75th American congress. The most con- 
sistent expression of a similar view was given in 
Alvin Hansen’s above-mentioned ‘‘Fiscal Policy 
and Business Cycles”. These publications have 
been followed up by two collections of articles, 
several of whose authors exhibit that kind of 
inner certainty which is often developed by inter- 
course with those who hold closely similar views. 
The first of these collections, ‘‘Postwar Economic 
Problems“ edited by Seymour Harris, was issued 
in America in 1943. The other collection was 
published in 1944 under the title ““The Economics 
of Full Employment”, by six economists connect- 
ed with The Oxford University Institute of Sta- 
tistics. This work was expressly declared to have 
in view a wider problem than the British Govern- 
ment’s previously published White Paper on 
“Employment Policy”; whereas the Govern- 
ment report was merely concerned with the prob- 
lem of overcoming economic depressions, the 
Oxford publication dealt with the question of 
permanently maintaining full employment. Be- 
veridge’s ‘““Full Employment in a Free Society”, 
published in 1944, adopted, as regards long-run 
developments, mainly a reviewing attitude. 

Against the theory of stagnation, criticisms have 
been levelled from several quarters. Among the 
more noteworthy critical contributions, mention 
may be made of Joseph Schumpeter’s “‘Business 
Cycles” (1939), the publication “Capital Expan- 
sion, Employment and Economic Stability” issued 
in 1940 by The Brookings Institution, Harold 
Moulton’s ‘“The New Philosophy of Public Debt” 
(1943) and Sherwood Fine’s “Public Spending 
and Postwar Economic Policy” (1944). The most 
extensive work in this critical literature is George 
Terborgh’s “The Bogey of Economic Maturity” 
(1945). In spite of the somewhat polemical tone 
of this investigation, in methodical care and 
emphasis on empirical verification it seems supe- 
rior to the other literature in the field, at least 
in its treatment of this -— mainly historical — 
problem. Most of these last-mentioned books 
have not been available in Sweden before the 
present year. 

The formation of opinion on these questions 
has not been unbiassed by political interests. The 
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theory of stagnation has exercised a powerful 
attraction on those whose attitude is favourable to 
social reforms, whereas the criticism of this theo- 
ty has been pleasant reading for those who are 
_ more conservative on matters of economic policy. 
From a rational point of view, however, such a 
connection is not acceptable. The friends of re- 
form as well as the conservatives will do best, in 
the first instance, to test the probability of the 
statements made in the course of the debate. 

The stagnation theory, which I shall now take 
up for somewhat closer examination, will be 
found, unless otherwise stated, in Alvin Hansen. 
_ At the same time it should be pointed out that 
the other “‘stagnationists”, broadly speaking, have 
merely varied the arguments in Hansen’s work, 
arguments which had already been indicated by 
Keynes. The analytical tool of these theorists is 
the saving-investment doctrine. It is considered 
that, in a capitalist community, full employ- 
ment of the productive factors can be main- 
tained only by means of a sufficiently large 
volume of investment. How large this volume of 
investment must be will depend on the institution- 
ally and psychologically determined distribution 
of income between consumption and saving. That 
part of the income which individuals and corpora- 
tions, in a situation of high employment, have 
resolyed to save must be utilized mainly for in- 
vestments. Otherwise incomes will fall to a level 
where saving will be small enough to correspond 
to the insufficient investments. At this lower 
level of income the productive factors will be 
incompletely utilized. According to this view, a 
slowing-down of the rate of investment has al- 
ready set in, not in the sense that the invesiments 
of private industries have ceased, but in the sense 
that the increase is, and may be expected to 
remain, insufficient as an “offsetting factor” in 
a society with a high rate of saving. Against this 
chronic state of disease, three principal methods 
of treatment are prescribed: a stimulation of 
demand through public investments, encourage- 
ment of the investments of private enterprise 
(these investments, however, are scarcely expected 
to take place on any large scale) and, in order to 
stimulate the propensity to consumption, a radi- 
eal equalization of incomes. 
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Among the principal factors of growth which 
formed a basis for the expansion in the nine- 
teenth century, Hansen mentions the population 
trend. “It is not difficult to see’, he states, “that 
a country experiencing a rapid increase of popu- 
lation requires a vast capital outlay in order to 
provide housing, transportation and all the fa- 
cilities necessary for modern methods of living 
such as municipal utilities and the like. The enor- 
mous capital outlays of the nineteenth century 
were, of course, in the first instance conditioned 
by new technological developments, but they were 
determined also by the vast growth of population.” 
With the aid of a method unusual in scientific 
investigations, namely so-called “informed gues- 
ses”, Hansen comes to the conclusion that the 
growth of population accounted for about half 
the outlay of capital in the nineteenth century. — 
This method of “informed guesses’ seems to 
imply that the very persons who ought to know 
better indulge in pure guesswork. 

There are many reasons for the supposition 
that the decline in the growth of population which 
in the western industrial countries had already 
begun towards the end of the nineteenth century, 
was not without economic effects. But, as the 
long-run stagnation, in the view of the theorists 
of that school, began with the slump of 1929, it 
is evident that we have previously had several 
decades of marked expansion of investment in 
conjunction with a diminishing growth of popu- 
lation. In other words, the increase in the volume 
of investment per head of population has hitherto 
been great enough to counterbalance the decline 
in the growth of the population. 

So far as we know, merely one attempt has 
been made systematically to determine the im- 
portance of the population factor in the past 
course of development. Terborgh, for different 
periods during the years 1880—1938, has corre- 
lated the figures for the growth of population with 
those for industrial production and real income, 
respectively. This investigation, however, which 
comprises 36 countries, shows no real correla- 
tion. Moreover, for the United States, Great 
Britain, Germany and Sweden, he has compared 
the growth of population with the increase in 
production per head during each decade from 
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1860 to 1940. No significant connection between 
these factors for the whole period can be found. 
As regards Great Britain, Germany and Sweden, 
the ’thirties showed at the same time the lowest 
growth of population and the highest increase in 
production, whereas in the United States in the 
*twenties the next lowest growth of population was 
combined with the rapidest economic expansion. 

The “informed guesses” regarding the share 
of the population growth in the capital forrnation 
of the nineteenth century which have been pre- 
sented by Hansen and others can scarcely mean 
more than that a certain part of the increase of 
capital appears to have been utilized by the grow- 
ing population. But they are usually given the 
significance that, if no growth of population had 
occurred, half or one-third or some other propor- 
tions of the investments would not have been 
forthcoming. This latter assertion, however, is 
unfounded and, so far as I can see, it cannot 
possibly be proved. One can have no real opinion 
as to what would have happened in the world if 
a certain important factor had never operated. 
It is just as impossible to know how our society 
would have looked if the growth of population 
in the eighteenth and nineteenth centuries had 
not occurred as to know, for example, what the 
present situation of France would have been if 
Napoleon had never existed. 

If, for the sake of argument, we nevertheless 
accept a surmise that the growth of population in 
the middle of the nineteenth century accounted 
for about half the increase in the volume of in- 
vestment, it should be clearly realized that, as the 
percentage of population growth has now fallen 
— from about 3 per cent. per annum to approxi- 
mately 1'/, per cent. —, a complete elimination 
of this presumptive factor of growth is bound to 
be of diminished importance in the future. Thus, 
if the stagnation stage began about 1930, this 
gradually declining factor of growth cannot be 
given the weight it was considered to have had 
eighty years previously. Its importance will now 
fall, not from 50 per cent., but from RS, OF, if 
the original guess is lower, not from 30 per cent., 
but from 15. 

When we have got so far, there remains the 
question: if an important factor is declining more 
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or less continuously, and no noticeable effects on 
the total development can be discerned during 
the first stage of the period of decline, why 
should it be supposed that a further decline will 
have revolutionary effects? 

A feature, which, in various ways, recurs in the 
literature on the stagnation theory, is a certain 
reluctance to fix the chronological connection. 
This feature is brought out very distinctly in a 
statement by Alan Sweezy in the above-mentioned 
American collection of articles : “The basic changes 
that have been going on since the beginning of 
the century are important not only in explaining 
the unprecedented severity and persistence of the 
depression of the thirties, but also in appraising 
the outlook for the future.” 

Among the attempted explanations of the pre- 
sumptive stagnation in the United States, several 
authors have mentioned the cessation of the shift- 
ing of the colonization frontier westwards on the 
American continent. The “closing of the frontier” 
has been a frequent explanation in American 
social history, ever since Frederic Turner in 1893 
delivered his well-kown address on “‘The Signif- 
icance of the Frontier in American History”; 
the westward expansion has, for example, been 
mentioned as an explanation why the trade-union 
movement in the United States has had such 
difficulty in developing. That the shifting of the 
colonization frontier to the west was mainly ter- 
minated as far back as the eighteen-nineties is a 
fact which had been made perfectly clear in 
the earlier discussion. It is thus also evident that 
this point of view, however valuable it may 
be for casting light on the American history of 
the eighteenth and nineteenth centuries, cannot 
be applied to a later stage (see, for example, the 
studies on “The Westward Expansion” in “The 
Growth of the American Economy”, 1944). Ac- 
cordingly, the expression ‘‘closing of the frontier” 
has been made to mean that, after the coloniza- 
tion of the American continent, a period of 
economic conquest in foreign countries set in, 
providing a new field for the expansion of invest- 
ment required for the maintenance of employ- 
ment. This new theory, however, has likewise 
fallen foul of chronological considerations. In 
the course of the two decades preceding the first 
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world war, thus during the period that followed 
“the closing of the frontier”, the United States, 
unfortunately for the advocates of this theory, 
was a capital-importing country. And during the 
last few decades, as Fine and Terborgh both point 
out, the American export of capital has been 
quite an insignificant part of the total capital 
outlay. Thus, the fact appears to be that ‘‘the 
closing of the frontier” during the ‘nineties did 
not result in any noticeable stagnation, and that 
no substantial compensation for a decline of in- 
vestments was obtained by investment in foreign 
countries. 

Apart from American conditions, the ideas in- 
dicated above are based on an implied premiss: 
that colonization in one’s own country or in a 
foreign land entails larger investments, a better 
utilization of the available savings, than in the 
case of further cultivation of the given territory. 
In other words, it is assumed that the colonizer 
produces more capital than the citizen staying at 
home. It is impossible, without a special investi- 
gation, to ascertain the facts in this respect, and 
the matter has not been cleared up in the litera- 
ture reviewed above. On the one hand, a con- 
siderable number of emigrants who would other- 
wise presumably have remained workmen have 
become entrepreneurs under the new conditions. 
Emigration in many cases meant greater produc- 
tivity and a larger capital outlay, due to the 
utilization of new natural resources. On the other 
hand, extensive methods of land cultivation, re- 
quiring small expenditure of capital seem to have 
characterized many colonized areas. Whatever 
result a summation of such positive and nega- 
tive factors may yield, it is important to bear in 
mind that the formation of capital in the new 
areas cannot be supposed to have involved a net 
accretion of the same value, since each colonizer 
at the same time reduced the need of capital in 
the area which he quitted. This point of view, 
overlooked in the literature of the stagnation 
theory, alone suffices to lessen the importance 
of the colonization factor. 

The change which Hansen considers to have 
occurred in industrial technical developments is 
regarded by him as the most important stagnation 
factor. He states: 

f2—463 122 


“Of first-rate importance is the development of 
new industries. There is certainly no basis for the 
assumption that these are a thing of the past. But 
there is equally no basis for the assumption that we 
can take for granted the rapid emergence of new 
industries as rich in investment opportunities as the 
railroad, or more recently the automobile, together 
with all the related developments, including the con- 
struction of public roads, to which it gave rise. Nor 
is there any basis, either in history or in theory, for 
the assumption that the rise of new industries proceeds 
inevitably at a uniform pace, The growth of modern 
industry has not come in terms of millions of small 
increments of change giving rise to a smooth and 
even development. Characteristically, it has come by 
gigantic leaps and bounds.” 

In this connection, Hansen makes a free histor- 
ical sketch of the phases of economic development 
which he considers to have been completely dom- 
inated by the construction of railroads, electrifica- 
tion and the automobile, respectively. The ’thirties 
in particular are considered to have been lacking 
in such impulses to progress and to resemble in 
this respect the semi-depressed period 1879—1894. 

The line of reasoning, however, does not end 
here, for Hansen seems to have been bent on 
showing how the ’thirties in America wili intro- 
duce a lengthy period of stagnation, if nothing is 
done to prevent it. In other words, we will this 
time experience nothing that resembles the revival 
in the ‘nineties after the protracted depression of 
the ’eighties. Thus, it is not sufficient to view the 
lack of new industries in the ‘thirties as something 
quite temporary; it must be represented as a 
result of the action of deep-lying long-range 
forces. 

In our days, it would, however, be too absurd 
to assert that technical progress has ceased. As 
such an assertion is, on the face of it, impossible, 
recourse may be had to another line of argument: 
namely, a theory that further technical progress 
cannot be expected to lead to such an extensive 
investment of capital as in the past, that, for 
example, the power generator of the future will 
not resemble a steam engine or a water-power 
installation, but will be of pocket size. Hansen 
builds up this theory with the aid of a distinction, 
taken from Hawtrey, between the “widening” and 
the “deepening” of capital. “Deepening of capital” 
simply means that a larger amount of real capital 
is required for a certain production value, whereas 
“widening of capital” signifies that the capital 
increases merely in the same proportion as the 


a 


100 


SKANDINAVISKA BANKEN 


eee 


a 


production value, or in a lesser degree. In regard 
to this relation between capital and production, 
Hansen states : 


“Considering the economy as a whole, including 
fields of economy other than manufacturing, there is 
no good evidence that the advance of technique has 
resulted in recent decades, certainly not in any signif- 
icant measure, in any deepening of capital. Appa- 
rently, once the machine technique has been developed 
in any field, further mechanization is likely to result 
in an increase in output at least proportional to, and 
often in excess of, the net additions to real capital. 
Though the deepening of capital is all the while going 
on jn certain areas, elsewhere capital-saving inventions 
are reducing the ratio of capital to output.” 

In support of the assumption regarding the 
said ratio, Hansen refers to investigations or 
estimates by Douglas, Snyder, Cassel and Keynes. 
These investigations, however, indicate that such 
a connection has existed for a far greater length 
of time than “in recent decades”. Here we find 
yet another attempt to concentrate the events, 
conforming to a certain theory, that have occurred 
in the course of a century to, or near, the con- 
temporary phase for which the theory is intended. 
In point of fact, to judge by the investigations 
just referred to, the growth of capital seems to 
have been approximately parallel with the increase 
in production, for a long time past. A rather 
extensive, still unpublished, material indicates that 
this must have been the case also in Sweden. My 
material consists of figures for the annua! sales 
per unit of capital invested for some thirty large 
Swedish industrial companies, in most cases since 
the middle of the eighteen-fifties, but as regards 
a few companies for a still longer time. This 
ratio between investments and sales shows a re- 
markable constancy throughout that long period. 

Sherwood Fine, in his above-mentioned work, 
points out that the investment factor holds a 
rather peculiar position in Hansen’s theory: he 
apparently fancies that industrial investments, 
in a way quite at variance with reality, pulsate 
with the changes in technique without any connect- 
ing economic link. This theory enables Hansen 
to discuss the problem of economic fluctuations 
without due consideration of the relation between 
prices and costs. It has also enabled him to attrib- 
ute the low level of investment in certain coun- 
tries during the nineteen-thirties to slow tech- 
nical progress, ignoring the political changes which 


determine to a great degree the attitude of busi- 
ness men towards the risks involved in capital 
investment. 

It is not only against Hansen’s historical view 
of the development of capital that objections can 
be raised as to methods, but also against his ap- 
praisement of the actual situation. What ground is 
there for the contention that, though “the deepen- 
ing of capital” is now going on in certain areas, 
a reverse movement is proceeding in the quan- 
titatively most important fields? The basis of this 
assertion is simply that Hansen has enumerated 
some examples of each of the two types of in- 
dustries, and has then decided that the last-men- 
tioned type predominates. 

There can scarcely be any doubt as to the 
correctness of Hansen’s view that the curves for 
investment and production have been composed of 
the curves for the growth of different industries, 
so that the total curve could move upwards, 
because, when a branch of industry had reached 
the saturation stage and its curve had been flat- 
tened out, the decline had been set off by a new 
rising branch. This seems to be a generally ac- 
cepted view, firmly based on statistical analysis. 

Even so, however, it cannot be taken for granted 
that the upward curve for investment has been 
dominated by the development of capital in certain 
big branches of industry: the railroads, elec- 
trification and the automobile. One cannot a 
priori rule out the supposition that the reverse 
may have been the case. Hansen excludes this 
by the pointed statement to the effect that millions 
of small changes have not combined to produce 
a smooth total curve. It is conceivable that the 
course of development may have been determined 
neither by two or three dominant factors, nor by 
millions of components, but by dozens or scores 
of component factors. In this way one can recon- 
cile the ideas of a relatively composite and at the 
same time fluctuating curve. 

Hansen’s view is based on some figures for 
the investments of the three above-mentioned big 
industries during different periods in America, 
being data taken from an unpublished investi- 
gation. These figures are not even compared with 
those for other branches of industry or for total 
investments. The importance of the figures is 
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evidently supposed to lie in the fact that they run 
into milliards of dollars, that, to use one of 
Hansen’s favourite expressions, they are “gigan- 
tic’. Otherwise Hansen’s view is based merely on 
general impressions. 

In this connection, I must admit that I had 
myself accepted this very common view, though 
with some caution, in an article criticizing the 
stagnation theory and written before the literature 
here referred to was available. However, it is 
unwarrantable to suppose, for example, that the 
automobile has decisively affected economic de- 
velopment, simply because one sees a number of 
motor cars, roads and service stations around the 
eountry. 

The statistical investigations made by Terborgh 
by no means bear out this view. He has in- 
vestigated the share of the railroads, the elec- 
trical industries and the automobile and associa- 
ted industries in aggregate capital formation in 
the United States during each decade from 1870 
to 1930. The result is that they have had a fairly 
constant share, not more than about 15 per cent. 
of the total capital investment. Terborgh comes 
to the conclusion that there is no indication that 
the “big new industries” had assumed an im- 
portance in the development of capital comparable 
with that of the many smaller industries. What 
is important, he states, is the total stream of tech- 
nical advance, not its degree of concentration. 
With a large number of growing industries — he 
mentions aviation, mechanical refrigeration, air- 
conditioning, radio, television, plastics, rayon, 
prefabricated housing, light metals, powdered 
metals, high-octane gasoline, electronics, gas tur- 
bines, combined harvesters and other agricultural 
machinery —, the direct and indirect future in- 
vestments may be on a vast scale. — I have not 
been in a position to check Terborgh’s calculations, 
the sources of which, however, have been care- 
fully reported, and am therefore unable to main- 
tain that his view is correct. It should suffice to 
state that it is possible, and that the opposite view 
requires confirmation. To Terborgh’s interpreta- 
tion of his figures it may be objected that an ex- 
panding industry representing a relatively small 
share in the investments of a certain period may 
nevertheless be a dynamic force of very consider- 
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able importance. This objection at the same time 
hits Hansen’s line of reasoning. For it implies 
that big new industries are not required for con- 
tinued expansion: the impulses from quite small 
industries, with a relatively small share in the 
total investments, would suffice. 

Various objections may be raised also against 
the views of the stagnation theorists in regard to 
the development of saving. Here I shall merely 
dwell on the two objections which, in my opinion, 
are of chief importance. A cardinal point in the 
stagnation theory is that the decision to invest and 
the decision to save are independent of one an- 
other. The stagnation theory is partly based on this 
view, according to which it is supposed that saving 
will wander off like a lost dog. 

Presumably, however, saving, to a large extent, 
has a definite investment in view. This seems 
to be often the case in regard to investments 
in hhouses, motor cars and other durable con- 
sumers’ goods. In these cases people save in 
order to invest and, according as their need of 
such durable goods is satisfied, they cease, in 
otherwise similar circumstances, to save. The same 
probably applies to some of the public investments 
that are defrayed with revenue from taxation. If 
the public authorities require e. g. schools, the 
money is procured by taxation, thus by a levy on 
income a part of which would have otherwise been 
spent on consumption. If, on the other hand, the 
need of schools has already been met, no cor- 
responding levy will, perhaps, be made on the 
taxpayers. 

The principal field where the resolve to save 
and the resolve to invest are combined, is pre- 
sumably minor enterprises in agriculture, trade and 
industry, whether in the form of joint-stock com- 
panies or not. In such cases saving usually fluc- 
tuates with the need of investment. The same 
remark is applicable to various large enterprises, 
especially newly started companies, which during 
the initial stage plough back their profits. It 1s 
merely one of the many peculiarities in the stag- 
nation theory that these obvious facts have been 
overlooked. If we take them into account, we must 
arrive at the conclusion that a diminishing popu- 
lation, whose need of investments may perhaps 
have been reduced, may be expected, to some 
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extent, to diminish its saving; to what extent, 
can be ascertained only by investigation. 

The other factor that may be expected to reduce 
saving is connected with the changed age com- 
position of the population. The extensive Ameri- 
can investigation in the middle of the thirties, 
‘Consumers’ Expenditures in the United States”’, 
showed that the negative sawing in households 
with a deficit in their domestic budgets offset 
a very considerable part, one-third or more, of the 
saving in families with a budgetary surplus. Ne- 
gative saving is particularly common in the higher 
ages: elderly persons retire and live on their 
capital. Thus, the shifting of the age distribution 
towards higher ages, which may be anticipated in 
coming decades, may be expected to increase 
negative saving, in a degree which, however, can 
be ascertained only by special investigation. In any 
case, this factor tends somewhat to reduce the 
apprehended increase of saving. 

The stagnation theory is so constructed that, 
in certain respects, it judges the future by ex- 
tending the trend lines that are considered to have 
existed during the last few decades. The critics 
of this theory, at the points to which the 
authors referred to above attach the greatest im- 
portance, have tried to show that no such trends 
have been proved to exist or seem probable. In 
other respects, the stagnation theory implies that 
in the future certain changes are considered 
probable. The critics have tried to prove that, in 
essential points, one tendency has been rendered 
probable by ignoring other tendencies. Those who, 
like myself, consider it impossible to form a def- 
inite idea of the economic conditions that will 
exist in a remote future, in some thirty or forty 


years, have no inducement to try to replace the 
stagnation theory by some other theory regarding 
the future. It is quite sufficient to bring out the 
defects of the views set forth. 

It may, however, be justifiable to look for an 
explanation of the fact that the level of investment 
in certain countries during the ‘thirties was un- 
usually low. Explanations giving political causes 
have been advanced by several authors, especi- 
ally Schumpeter, in a noteworthy, though rather 
circumstantial, work, “Capitalism, Socialism and 
Democracy” (1942). This explanation, in which 
chief importance is attached to the fact that private 
enterprise during the “thirties had to work under 
internal and external conditions of crisis, has not 
been approved by the stagnationists. They do not 
seem, however, to have adduced any convincing 
reasons for their negative attitude. The foliowing 
statement by Alan Sweezy, coloured by Hegelian- 
ism, is scarcely a sufficient reason: “We are 
convinced, however, that political and _ social 
changes are manifestations rather than funda- 
mental causes of the economic crisis of the modern 
world.” 

Reasoning in a way that recalls the concluding 
words in Keynes’ “General Theory”, certain 
authors consider it possible that the stagnationist 
outlook on the future may be realized, not because 
it is in itself probable, but because a number of 
people believe it to be probable. This reasoning 
may perhaps be summed up in one sentence: the 
endeavours to bolster up an economic system 
which, without real foundation, is believed to be 
on the way to ruin, may conceivably bring that 
system to actual ruin. 
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THE “SALTSJOBADEN” AGREEMENTS BETWEEN 
THE FEDERATION OF SWEDISH EMPLOYERS 
AND THE CONFEDERATION OF SWEDISH 
TRADE UNIONS 


BY BERTIL KUGELBERG, 
VICE MANAGING DIRECTOR OF THE FEDERATION OF SWEDISH EMPLOYERS 


Self-government on the Swedish labour market. 


The Swedish administrative system gives room, 
in many respects, for a considerable measure of 
local self-government. The value of this form of 
government has often been designated as a natio- 
nal asset, and the experience of centuries has 
borne out its effectivity as well as the advantages 
it affords by stimulating initiative and the sense 
of responsibility. 

As Professor James J. Robbins has pointed 
out in his admirable treatise on the regulation of 
labour relations in Sweden,‘ self-government is 
carried on to a very considerable extent also on 
the Swedish labour market, but by voluntary, 
private associations. The rule has been, at any 
rate hitherto, that the Government has intervened 
in this sphere only where protective social legis- 
lation had been considered urgent, or when it 
was desirable, in connection with the experience 
gained by the parties on the labour market, to 
legalize or extend an existing practice in the 
relations between the parties. 

It is primarily by the usual type of collective 
agreements that conditions on the labour market 
have been regulated, and extensive developments 
have taken place since the first collective agree- 
ments were concluded in the eighteen-seventies. 
The latest available figures show that at the end 
of the year 1943 no less than 15,175 collective 
agreements were in force in this country, and 


x “The Government of Labour Relations in Sweden.” 
University of North Carolina Press 1942. 


that the conditions of work for 1,129,107 em- 
ployees had thereby been directly regulated. When 
we consider that the population of Sweden is 
about 6.5 million and that the number of wor- 
kers, exclusive of those occupied at home, has 
been estimated at a total of about 1.5 million, it 
must be admitted that the success of the system 
of collective agreements has been rather complete. 

Labour disputes and questions of practical 
application are likewise settled by agreements 
between the parties, often with the participation 
of the main organizations on both sides. In this 
way something in the nature of a private legis- 
lation and a private application of the law has 
been established. Its voluntary character and ad- 
justment to the special conditions in the differ- 
ent branches has entailed the advantage. of 
willing compliance with the regulations, and the 
parties on both sides have the best experience of 
the working of the system. 

Latterly a new feature in the picture has mani- 
fested itself, namely the direct contact which 
has been established between leading circles in 
the Federation of Swedish Employers and the Con- 
federation of Trade Unions, and which is com- 
monly known as “‘Saltsjobaden negotiations”. 
The readiness openly and thoroughly to discuss 
even the most delicate questions of the labour 
market and to endeavour to settle them by amic- 
able agreement has been designated as ‘‘Salt- 
sjObaden spirit’, and the series of agreements 
which have been the tangible result of these 
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deliberations are popularly called “Saltsjobaden 
agreements”. 

The negotiations were located in a quiet suburb 
of Stockholm, because it was desired that the 
delegates, in seclusion, should be able to famili- 
arize themselves undisturbed with the compli- 
cated questions to be discussed. That the place 
of the negotiations was a hotel at Saltsjobaden 
was an incidental circumstance. On the other 
hand, it was not a fortuitous event that contact 
of this nature was established. The lines of de- 
velopment had long pointed to the establishment 
of such an order of things as natural in view of 
the extension and maturity of the organizations. 

Many features in the Swedish system are 
unique. This applies, for example, to the 
strength and representative character of the or- 
ganizations, to the rules intended to promote the 
workers’ security of tenure and, especially, to the 
continuous open-hearted discussion between lead- 
ing circles in the main organizations, and the 
constitution of the so-called Labour Market 
Board (see below). 

It is of interest to note that, when the Salt- 
sjobaden negotiations were first taken up, this 
occurred, to some extent, as a consequence of 
State initiative, and with the clearly avowed aim 
on both sides, by amicable agreement between 
the parties, to try and avoid a contemplated 
extension of the legislation regarding the con- 
ditions of organization and the machinery for 
negotiation on the labour market. 


Plans of State intervention (1934). 


In a memorial to the Government, dated r1th 
June 1934, the Riksdag had in fact submitted a 
request for an all-round and unbiassed inquiry 
concerning measures to be taken in regard to 
the right of association and labour legislation, 
for the purpose of legally extending the system 
of organization of employers and workers and 
promoting peace in the labour world. This me- 
morial led on the 31st December 1934 to the 
appointment of a committee of three (Torsten 
Nothin, Governor of Stockholm, Elof Ericsson, 
Manager, and Frans Severin, Editor), to insti- 
tute an inquiry regarding possible intervention 
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on the part of the State authorities in certain 
departments of economic life. The committee 
submitted proposals which acted as a direct 
stimulus to the first Saltsj6baden negotiations. 

In the written statement made by the Prime 
Minister in connection with the appointment of 
this committee, he pointed out that State inter- 
vention was justified particulary by the fact 
that important issues of general public interest 
might be seriously affected by open disputes 
between the parties on the labour market. He 
therefore found it desirable to endeavour to 
create certain legal forms for negotiations and 
settlement of conflicts between the parties. It was 
plainly in the public interest to prevent distur- 
bances in economic life and to ensure the normal 
course of production as well as an equable pro- 
vision of essential supplies. 


The “Mammoth Committee” submits 
new proposals. 


The above-mentioned committee of three (the 
so-called “Mammoth Committee”) after about 
one year’s work, submitted on the 9th December 
1935 a voluminous report, in two parts, on the 
provision of essential supplies and peace on the 
labour market. 

The Committee stated, by way of introduction, 
that they had been instructed to make a survey 
of various questions re!ating to the provision of 
essential supplies and peace in the labour world, 
and, so far as these matters were not being dealt 
with in special inquiries, to endeavour to frame 
proposals for closer investigation, where it was 
considered requisite. Whilst recognizing that 
there were bound to be divergences of opinion 
between the parties on the labour market, they 
pointed out that in regard to the proper adjust- 
ment of wage rates, one could speak of a com- 
munity of interest, as it must be obvious that 
wages might rise to a level at which unemploy- 
ment would inevitably ensue, and that it seemed 
to be of equal importance for both parties that 
this level should not be passed. 

A compulsory settlement of conflicts of interest 
by State legislation seemed to the Committee, 
however, to be ruled out. Such procedure would 
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involve regulations in so many branches of natio- 
nal life that the consequences could not be sur- 
veyed. Nor had arbitration procedure, where it 
had been resorted to, won confidence from either 
side. 

In regard to the lhitherto existing system on 
the Swedish labour market, which the Committee 
thus considered should be retained in essentials, 
they submitted certain proposals. The organiza- 
tions shou!d be made more responsible, stronger 
and more independent. Protection for the right 
of association and protective measures against com- 
pulsory organization should be considered. Short 
periods of agreement entailed obvious disadvan- 
tages, which it was in the interest of both parties 
to eliminate. In the opinion of the Committee, it 
should be possible to remove this source of irrita- 
tion if opportunity were afforded for the parties, 
in the event of major changes in the cost of living, 
to obtain modifications in the wage clauses of an 
existing agreement. It should be considered 
whether labour disputes could be prevented in 
cases where the business was not intended prim- 
arily to subserve the employer’s economic inter- 
ests. The Committee, pointing out that regula- 
tions for the settlement of hostilities arising from 
economic questions were contained merely to a 
minor extent in Swedish law, considered it de- 
sirable that the organizations, by an agreed pol- 
icy, should adjust their differences in such a way 
that legislation on the subject would be un- 
necessary. 

Also in regard to the procedure for negotia- 
tion and the reform of the system of association, 
it seemed that the parties should take up negotia- 
tions. Generally speaking, the Committee empha- 
sized, trustful cooperation at the places of work 
was a primary essential for attaining friendly 
understanding and peace in the labour world. 

The Committee report issued in a series of 
recommendations for the organization of special 
inquiries in different branches and in different 
forms. The Committee requested, for example, 
that one or more experts appointed by the 
Government might be commissioned to endeavour, 
by negotiation with the organizations concerned, 
to bring about agreements regarding the limita- 
tion of economic hostilities on the lines laid down 


in the report. In regard to labour disputes which 
would tend seriously to disturb social order, an 
inquiry organized solely by the State was recom- 
mended. 


The parties take the matter into their own 
hands. The Labour Market Committee comes 
into operation (1936). 


In this situation, however, the Federation of 
Employers and the Confederation of Trade Unions 
agreed to endeavour, without State participation 
in any form, to settle these questions themselves, 
as well as certain other labour-market questions 
of general importance. Negotiations on these 
lines were opened in May 1936 by delegates for 
both parties (the so-called Labour Market Com- 
mittee). Besides the above-mentioned questions 
regarding the limitation of economic hostilities 
and seriously disturbing disputes, the questions 
of a rational procedure for negotiation between 
the parties and of the workers’ security of tenure 
were taken up for consideration from the outset. 


The basic agreement promotes security of 
tenure and relieves tension. The Labour Mar- 
ket Board is established (1938). 


On the 20th December 1938 an agreement (the 
basic agreement) in which the above-indicated 
questions were regu‘ated was concluded between 
the main organizations. 

This agreement contains rather detailed rules 
for the limitation of hostilities. For example, it 
lays down prohibitions against hostilities involv- 
ing persecution of any person on religious, polit- 
ical or similar grounds. It also prohibits certain 
hostilities against small-scale enterprises carried 
on with the aid of members of the owner’s family. 
In addition, it includes provisions intended to 
afford some protection to third parties in labour 
disputes. 

As regards labour disputes which 
seriously disturb social order, it is made incum- 
bent on the Federation of Employers and the Con- 
federation of Trade Unions jointly to take up for 
prompt consideration any dispute where protection 
for public interests is demanded by either party, 
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or by a public authority or other comparable 
body. 
The most interesting new feature in the main 
agreement is, perhaps, the regulation of questions 
relating to security of tenure. On the part of the 
workers, it was considered that the right of em- 
ployers, after very short notice, to dismiss an 
employee involved perpetual insecurity for the 
workers. They demanded certain guarantees that 
dismissals and temporary discharges should be 
made solely on objective grounds. On the part 
of the employers it was pointed out that, in the 
interest of production, it was essential that they 
should have free hands in regard to the selection 
of their personnel, but at the same time they 
desired, whilst upholding this liberty, to pay the 
greatest possible consideration to the workers’ 
demands for security. The result of these delibe- 
rations was the creation of a procedure in accor- 
dance with which an employer, when a question 
arises of the dismissal or temporary discharge 
of a worker who had been in his service for at 
least one year, a week before the dismissal or 
discharge shall give notice thereof to the repre- 
sentative of the labour organization at the estab- 
lishment. The latter is then entitled to demand 
consultation regarding the contemplated action. 
After this consultation, the employer is at liberty 
to take a decision on the matter. If, however, 
the workers contend that the action taken had not 
been expedient or just, they are entitled to have 
the question referred to the Labour Market 
Board, on which the Federation of Employers 
and the Confederation of Trade Unions are 
equally represented. This institution is not a board 
of conciliation and consultation. After a thorough 
examination of the question referred to it, it 
should endeavour to form a correct and unbiassed 
view of all the circumstances in which the action 
complained-of had been taken. The Board, on the 
one hand, should consider the expediency of the 
action from the viewpoint of production and, on 
the other hand, the interests of the workers in re- 
gard to security of tenure. The Board should try 
to come to a concerted view in judging questions 
submitted to it, and to devise means for adjusting 
the differences between the parties. This proce- 
dure has been found to work very well in practice, 


In the factories and workshops efforts have been 
made to act in the spirit of the main agreement, 
and merely a few cases have been referred to the 
Board. In these cases the parties have almost al- 
ways managed to settle their differences. 

The basic agreement, like the other agreements 
concluded at Saltsj6baden, has not been immedi- 
ately binding on the members of the Federation 
of Employers and the Confederation of Trade 
Unions. The intention was that it should be ap- 
proved by the organizations branch by branch, so 
as to become binding on the individual employers 
and workers. The basic agreement has now been 
approved in most of the branches where the 
Federation of Employers and the Confederation 
of Trade Unions are both represented. 


Regulations for the local protection of 
workers (1942). 


The Saltsjobaden agreement next concluded 
was concerned with the local service for the pro- 
tection of the workers in factories and work- 
shops. The statistics of accidents to Swedish 
workers had shown alarming figures, and it had 
been agreed on both sides that an extension of 
the existing law relating to the protection of 
workers so as to intensify cooperation in this 
respect between the two parties in factories, 
workshops, etc., would prove to be of value. 

After an investigation by a committee on which 
the Federation of Employers and the Confedera- 
tion of Trade Unions were equally represented, 
the matter was dealt with by the Labour Market 
Committee. The latter, in turn, recommended an 
agreement which, on the 28th April 1942, was 
definitively approved by both organizations. 

The appointment of representatives for the 
protection of workers which, according to the 
law on the subject, is voluntary had been made ob- 
ligatory by the agreement in regard to establish- 
ments where at least 10 workers are employed. 
Such representatives are to be nominated by the 
workers in accordance with certain rules. They 
are to receive reports regarding defective arran- 
gements for protection and, as deputies of the 
workers, to devote special attention to questions 
relating to safety and sanitary conditions at the 
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establishment. In large establishments, so-called 
safety committees are to be set up to promote 
security and health there, and to submit pro- 
posals to the employer on such matters. 

Agreements regarding the local protection of 
workers have been adopted in the course of the 
past years in most of the branches where the Fed- 
eration of Employers and the Confederation of 
Trade Unions are both represented, and have 
been brought into application also in other bran- 
ches. It is estimated that about 600,000 workers 
are affected by these agreements. 

Between the Federation of Employers and the 
Confederation of Trade Unions a special organ 
of contact for questions relating to the protection 
of workers has been established, termed the Work- 
men’s Protection Board. The chief object of this 
Board is to promote effectivity in the local service 
for protection of workers. 


Special agreement for the promotion of 
occupational training (1944). 


In view of the desirability of improvements 
in occupational training, the parties as far back 
as 1939 took up for discussion in the Labour 
Market Committee the question of measures of 
organization for the purpose. A sub-committee 
on which both parties were equally represented 
was set up, and submitted its report in May 1944. 
On the 13th June in that year the Labour Market 
Committee recommended both of the main or- 
ganizations to conclude an agreement on the sub- 
ject, and this recommendation was adopted 
shortly afterwards. In the usual way, this agree- 
ment, in accordance with the recommendation of 
the main organizations, was successively approved 
by the local unions. 

By this agreement, a special body termed ‘The 
Labour Market Occupational Council’, on which 
the Federation of Employers and the Confedera- 
tion of Trade Unions are both represented, has 
been created. Its stated object is to promote more 
effective occupational training and to keep in 
‘touch with the action taken by the authorities and 
other organizations on questions of this nature. 
In establishments where occupational training is 
carried on, the trained workers are to appoint 
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special representatives and, within the occup- 
ational unions, “apprentice committees”, on which 
both parties are equally represented, are to be set 
up. 

During the investigations preparatory to the 
drafting of the agreement relating to occupatio- 
nal training, the committee of inquiry took an 
initiative which, in the course of time, led to the 
creation of the Supervisory Board for Occupa- 
tional Training, on which representatives of in- 
dustry and of the parties on the labour market are 
to hold seats. 

In the agreements adopted between different 
occupational unions in regard to the training of 
apprentices, provisions regulating the relations 
between the employer and the apprentice have 
also been included. The basis of these agree- 
ments is that the contract of apprenticeship shall 
not unilaterally be terminated before the expir- 
ation of the term of apprenticeship, except for 
specially cogent reasons. The occupational rep- 
resentatives and the apprentice committees are to 
control developments in this regard. 


The discussion regarding industrial democracy 
leads to an agreement relating to production 
committees (1946). 


The latest Saltsjobaden Agreement relates to 
the question of industrial democracy. On the 30th 
August 1946 two special agreements regarding 
production committees, etc., were concluded firstly 
between the Federation of Employers and the 
Confederation of Trade Unions, and secondly 
between the Federation of Employers and the 
Central Organization of Salaried Employees. It 
is particularly noteworthy that cooperation had 
thus been extended to the main organization of 
salaried employees, which may now be regarded 
as the third large organization on the Swedish 
labour market. The conclusion of the new agree- 
ments may be viewed as a natural development 
in sequence to the preceding Saltsjobaden agree- 
ments. It may be stated with some truth that the 
purpose of these agreements is to create in the 
various establishments a local equivalent to the 
Labour Market Committee as an organ of con- 
tact. 
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In accordance with the agreements, a “produc- 
tion committee” shall be established in companies 
or firms where at least 25 workers are regularly 
employed, if a request to that effect is made by 
the employer or the local workers’ organization 
concerned. The production committee is an organ 
for information and consultation, and thus without 
power of decision. The function of these commit- 
tees is to maintain continuous cooperation between 
the employer and the employees with a view to 
maximum efficiency in production, to keep the 
employees informed in regard to the economic 
and technical conditions of the business as well as 
its results, to promote the security of tenure of 
the employees as well as safety, sanitary condi- 
tions and amenities in the work, to encourage oc- 
cupational training and, in other respects, to pro- 
mote satisfactory conditions of production and 
work. 

These functions are more precisely defined and 
enlarged upon in the special clauses of the agree- 
ment. 

Thus, it is made incumbent on the employer to 
give the production committee some account of 
the financial conditions of the business. He should 
supp:y regular information regarding the econo- 
mic situation and market conditions within the 
branch, with special reference to the position of 
his own business, as well as regarding the eco- 
nomic conditions for production and marketing of 
the products. The employer shall be under obliga- 
tion to let the committee examine the balance- 
sheet, profit-and-loss account and, in certain cases, 
the directors’ report and auditors’ report, if the 
publication of those documents is legally obliga- 
tory. It is also provided that the representatives 
of the workers and salaried employees shall be 


entitled to submit to the employer proposals on 
economic questions relating to the business. 

The chairman of the committee shall, as a rule, 
be the employer himself or some member appoint- 
ed by him. If, however, the employer should re- 
frain from taking the chair himself, the other 
members of the committee shall have the right to 
nominate a chairman from among their own 
number. 

Ordinary meetings of the production committee 
shall be held once a quarter. 

This new institution cannot be said to be typi- 
cally Swedish. Equivalents of the production com- 
mittees which are to be established in accordance 
with the new agreement exist also abroad. The 
production committees which were established in 
many British industrial companies during the se- 
cond world war and which still exist, have func- 
tions largely corresponding to those of the Swe- 
dish committees. 

Also in regard to industrial democracy legisla- 
tion had been contemplated. However, both parties 
found it best consonant with their interests to 
resort to voluntary agreements. They proceeded, 
as before, from the assumption that there could 
scarcely be any real cooperation if the whole in- 
stitution were forced upon the parties by legisla- 
tion. — It is, of course, as yet too early to make 
any statement regarding the effects of the new 
agreements. 

The work of the Labour Market Committee has 
not terminated with the agreement regarding 
production committees. The discussions are con- 
tinuing, and we are informed that one of the 
problems which is at present under deliberation 
is the complex of very delicate questions relating 
to work studies. 
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Pens ONGOMIC STRUATION DURING <THE 
THIRD QUARTER OF. 1946 


The General Situation. Latterly the disparity 
between our willingness and our capacity to assist 
in reconstruction work in foreign countries as 
well as the disproportion between wages and 
commodity prices on the domestic market have 
on the whole shown a tendency to increase. The 
hopes of a record harvest which had been cher- 
ished during the summer have not been fulfilled, 
largely owing to the damage done by the rain 
during the harvesting season, especially in cen- 
tral Sweden and in some of the southern prov- 
inces. The abolition of the principal foodstuff 
rations has consequently been deferred and the 
resumption of relief consignments to other coun- 
tries has been impeded. The autumn sowing, 
moreover, has been alarmingly retarded. The ex- 
port quantum has fallen below 40 per cent. of 
the prewar level, and the high volume of em- 
ployment in Sweden therefore mainly represents 
a boom in home-market production. As regards 
the banks, this boom has been attended by a con- 
tinued increase in the volume of business as well 
as by signs of larger requirements of credits in 
import and internal trade. Import trade, reck- 


Federation of Industries Production Index. 
(1935 = 100.) 


1. General Index. 

2. Pulp and Paper Industries. 
3. Iron and Steel Industry. 
4. Engineering Industry. 
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oned in volume, has indeed almost regained the 
prewar level, thus entailing a somewhat larger 
supply of raw materials and a considerable — 
though insufficient —, improvement in the fuel 
situation. The importation of coke has been dis- 
appointing, so that the allocation of coke for 
household purposes has had to be more rigorously 
restricted. The importation of fuel oils, on the 
other hand, has been larger than had been ex- 
pected, covering a rapidly increasing part of the 
country’s fuel requirements, at present about 15 
per cent. On a long-run view, the fuel situation 
has therefore brightened, thus permitting the re- 
lease of most of the labour engaged in timber- 
cutting during the war. Nevertheless the short- 
age of labour is still very marked. Complaints 
from industrial companies to the effect that they 
lack 10 to 20 per cent. of the required labour are 
by no means unusual. In fact, owing to this short- 
age of workers, industrial production has rece- 
ded in the course of the last few months, with 
the consequence that restrictions are being pre- 
pared, or have already been introduced, in regard 
to house-building and the layout or extension of 
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industrial plants. The transfers of workers from 
one occupation to another which, under the en- 
ticement of higher pay, were so frequent during 
the summer, have shown some diminution, now 
that the colder season has set in. On the other 
hand, a wage campaign on a large scale is to be 
expected towards the end of the year, when col- 
lective agreements for more than 900,000 workers 
Expire: we 

As a measure of protection against price ad- 
vances abroad, the foreign exchange rates for 
the krona shortly after the beginning of Julv 
were lowered by approximately 14 per cent. In 
view of the long delivery times in foreign trade, 
the consequences of this measure cannot be im- 
mediately surveyed. 

Since the cessation of the hectic development 
of exports during the last year Sweden’s balance 
of trade has swung round, showing an import sur- 
plus of 471 million kronor for the first eight 
months of this year, as compared with an export 
surplus of 296 million kronor last year. 


Surplus. of 

Imports Exports cee +) 

imports (—) 

Million kronor 

Jan.—Aug. 1938 . 5 lipexey) 1,185 — 117 
> » 1939... . 1,559 1,253 — 306 
» > HOO 6 6 6 o HOS 884 — 525 
> SL OAT momen CORT 843 — 208 
So TI pm Be) 805 —(303 
> LOA seme lL. 200 802 — 404 
> > TOV 5 6 6 og MAA 545 — 671 
> » 1045 ..-.. 474 770 + 296 
> HONG se 2.070 1,600 — AUT 
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I. Wholesale Price Index. 
2. Cost of Living Index. 
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On the import side, the elimination of the 
supply of goods from Germany has caused con- 
siderable difficulties, especially as regards coal 
fuel and iron. The importation of coal and coke 
during the first seven months of this year was 
merely about 40 per cent. of the average impor- 
tation during the same period in 1936—1939, 
whereas the importation of mineral oils at the 
same time increased by nearly 50 per cent. The 
importation of iron, which for the same period 
amounted to nearly 90 per cent. of the level 
during the said four peace-years, has been larger 
for the first six months than had been expected. 
The composition of this import, however, has not 
been very satisfactory, in that the importation of 
certain kinds of building iron etc. has been great- 
ly below normal. 

On the same basis of comparison, we note for 
the first seven months the following increases in 
imports: Chile salpetre by 35 %, hides and skins 
by 14 %, wool by 42 %; the importation of 
cotton, on the other hand, has fallen to about half. 
The export of Sweden’s staple goods shows an 
all-round decrease, sawn wood goods by 65 %, 
wood pulp by 13 9%, newsprint and wrapping 
paper by 46 and 27 %, respectively, iron ore by 
65 %, pig iron and wrought iron by 81 and 50 %, 
respectively. The decrease in exports is largely 
due in certain cases to a shortage of fuel. Out of 
the estimated production of about 1 million stan- 
dards of wood goods for this year, the quantity 
reserved for exportation, 400,000 standards, is 
now nearly sold. 


The Riksbank’s Note Circulation and Gold and 
Foreign Exchange Holdings. (Million Kr.) 
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The index number for industrial production 
reached in April—May a maximum at the figure 
of 129 (1935 = 100), falling to 126 in July. This 
decrease, which apparently continued also in 
August, seems to be mainly due to the shortage 
of labour. This shortage has particularly affected 
the output of iron, for which the index number 
fell from a maximum of 152 in February to 139 
in July. Some decrease in the supply of iron is 
anticipated for the second half-year in view of 
the shortage of labour and the decrease of in- 
portation. 

To what extent the Riksbank holdings of gold 
and foreign exchange have been affected by for- 
eign trade and the State credits connected there- 
with, it is difficult to survey. Towards the end 
of the first half-year there was also an influx of 
capital in anticipation of the appreciation of the 
krona, and various book-items had to be re- 
valued in view of that step. Developments during 
June—August are shown by the following table. 


Mill. kr. 3t/. 29/6 3/, 3/3 
Gold (market value) 1,988 1,985 1.693 1,708 
Net claims on foreign 
countries (book value)’. 916 988 967 920 
2,904 2,973 2,660 2,628 


* The above-mentioned net claim is the balance of the 
items included in determining the secondary note cover. The 
Riksbank, moreover, shows over 100 million kronor in other 
foreign assets. 


Capital Funds and Deposits of the Commercial 
Banks. (Milliard Kr.) 
1. Capital Funds. 


2. Long-term Deposits. 
3. Demand Deposits. 
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The market price of go!d was kr. 4,726: 16 per 
kg before the revaluation in the early part of 
July and kr. 4,050: 99 afterwards, the decrease 
thus amounting to about 14.5 per cent. 

The visible monetary supply has increased 
partly owing to the fact that the exporters pre- 
vious to the appreciation of the krona had with- 
drawn their foreign balances, partly because the 
insurance companies had repaid the major part 
of their large loans in connection with cash sub- 
scriptions to the 3 per cent. Government loan 
during the first quarter of the year. Otherwise, 
there has been no decrease in loans on the se- 
curity of bonds, nor in loans against mortgages on 
villas and other dwelling-house property. There 
has been a greater demand for credit in several 
branches, due, for example, to the larger sales 
of automobiles and the seasonal increase in the 
trade in certain agricultural products and re- 
quisites. Larger credit requirements are noticeable 
also in import trade, partly owing to the tendency 
to resort to credit in lieu of cash business in docu- 
mentary credit transactions, partly because the 
time limit for payments is being more fully util- 
ized. There has been no diminution in documen- 
tary credit transactions in favour of the normal 
pre-war methods of payment, and it is particu- 
larly noteworthy that the relatively expensive doc- 
umentary credits are being used even for small 
amounts. One of the consequences of the above- 


Investments of the Commercial Banks. (Milliard Kr.) 


1. Shares, Bills and Loans. (Exclusive of Advances against 
Mortgages and Bonds.) 

2. Mortgage Loans. 

3. Bond Investments and Advances on Bonds. 

4. Cash and Treasury Bills. 
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mentioned withdrawals of foreign balances held 
by exporters is that the deposits in the commer- 
cial banks during the three months from June 
to August have increased by 162 million kronor 
and have now passed the 7-milliard limit. The 
advances during the same months increased by 
approximately the same sum and now amount to 
about 62/, milliard kronor. In the course of the 
12-months’ period from August 1945 to August 
1946 the deposits have increased by 325 million 
kronor and advances by no less than 1,210 million 
kronor. 


Position of Commercial Banks. 


1945 1946 
Assets (in mill. kr.) Aug. May June July Aug. 
(GAR. aah oe) io, coon ape th at 387 2344270 390 325 
Treasury bills ..... 1-263 a5 OGn mS 1S eS LOMAS 
Swedisi bonds ms. n-ne. TSO 3M. 23 Omens 223) ml. 237A 
Advances in Sweden . . 5,442 6,494 6,561 6,594 6,652 
iAssetsmalToad smears -le snes 102 iniuy) 104 112 132 
Sundry accounts ... . 469 545 605 571 635 
Total 8,746 9,194 9,276 9,414 9,472 
Thereof, Swedish bonds 
and treasury bills. . . 2,346 1,804 1,736 1,747 1,728 
Liabilities (in mill. kr.) 
Deposits in Sweden. . . 6,704 6,867 6,851 6,992 7,029 
Liabilities abroad. . . . 297 463 541 568 526 
Share capital and reserve 
fund Seeman een akc es 825 849 871 876 876 
Sundry accounts .. . + 920 1,015 1,013 978 1,041 
Total 8,746 9,194 9,276 9,414 9,472 


The Foreign Exchange Market. The apprecia- 
tion of the Canadian dollar and the Swedish 
krona has resulted in very animated dealings. On 


The Government Debt. . (Milliard Kr.) 


I. Bond Loans. 
2. Other Funded Debt. 
3. Floating Debt. 
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the sth July the buying and selling rate for 
Canadian dollars was raised from 3.785 and 3.82 
to 4.16 and 4.20 respectively, or by 10 per cent. 
On the 13th July the Riksbank raised the ex- 
change value of the Swedish krona, so that all 
the exchange quotations were lowered by about 14 
per cent. The changes in the selling rates are 
shown by the following table. 


From To From To 
London . 16.92 14.50 Oslo. 84.65 72.60 
New York. . 4.20 3-60 Reykjavik 64.80 55.54 
Parise; 2 «2 1 Ss5S 3.03 Helsingfors. . 3.12 2.69 
Brussels . 9.595 8.225 > inl m. 3.00 2.60 
Zurich: . ... 97:65 83.70 ‘Lisbon - - 17.05 14.63 
Amsterdam . 158.50 135.90 Montreal. . . 4.20 3.60 
Copenhagen . 87.55 75.05 Buenos Aires . 104.50 89.85 


In connection with the devaluation of the Turk- 
ish currency, the selling rate on Istanbul was 
lowered from 287 to 128.40. 

Simultaneously with the general changes in the 
rates of exchange on the 13th July, the Danish 
clearing rate was lowered from 87.38 to 74.90, 
and on the 15th July the clearing rate on Italy 
was reduced from 4.19375 to 3.60. The other 
clearing rates remained unchanged with the excep- 
tion of the rate on Moscow, which on the 19th 
August was reduced from 79.18 to 67.93. The 
rate on Oslo was slightly adjusted on the 15th 
July, from 72.60 to 72.55. 

Before the revaluation of the Swedish krona, 
time-bargains had occurred on a large scale. In 
particular, the exporters desired to safeguard 
their contracts at the exchange rates then in 


Bond Yields. 


— 3 % Government Bonds. 
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“1939 1940 || 1941 || 1942 | 1943) 1944 1945 1946 | 
lo toatio de laloals]slale cf alo]; 

Share Index. | : d : : : = : i i a 8 £ é : 
iiome-industries @ . . . . 5 « 4 | 175 | 145 || 148 | 166 || 168) 168 | t90} 192 | 198 | 183), 195 | 194| 196 | 200 | 198 | 192 
Withermindusiries <6 30. <u» 6 171 || 130 || 155 || 178 || 188) 195 ||230| 228 | 228 | 214] 241 | 238 | 237 | 238 236 | 230 
Of which 

Gringesberg Company : | 191 || 131 |) 155 || 189 | 191} 190 | 220 | 212 | 215 | 188] 220 | 213 | 228 | 228 | 237 | 235 
Exporting engineering industries | 195 | 133 161 || 187 || 191] 209 ||240 | 242 | 244 | 224] 251 | 249 | 253 252 | 249 | 242 
Other, including iron and steel ind. 181 | 138 || 170 || 188 || 188] 181 ||206| 205 | 208 199 218 ZITMZL7 223223220 
| _Wood-goods and pulp ind. 124 || 104 || 119 || 135 || 153]] 160 | 204) 195 | 194 | 187 | 212 | 209 | 217 | 217 | 214 | 208 
Combined wood and iron ind. 200 |) 1847}, 211 || 250 | 278} 288 || 338 | 345 | 332 | 319] 366, 364 | 301 | 301 , 290| 284 
es 192 | 143 || 156 || 169 || 178]| 190 || 224 | 220 | 232 | 223 238 | 234 | 240| 246 | 236| 232 
Note. Where not otherwise stated, the figures are for the middle of the month. 


force. Owing to unforeseen difficulties, such 
as delays in production, lack of shipping space 
etc., it has been found difficult in several cases 
to keep the stipulated times for the delivery 
of exchange. Whereas any necessary prolongation 
of time-bargains could previously be cbtained 
without much difficulty, the Riksbank after the 
revaluation have authorized prolongation merely 
for such short time limits that the alleviation in 
many cases was of but little use. 

Owing to the difficulties encountered by the 
Riksbank in procuring Swiss francs, practically 
all sales of that currency were suspended during 
the latter half of July, except for minor amounts 
for travelling purposes. 

The agreement regarding the German assets in 
Sweden will be submitted for the approval of the 
Riksdag during the autumn session, and it is 
expected that the blocking of the Swedish assets 


Industrial Share Indices. 


1. Home Market Industry. 
2. Other Industry. 


1943 


1942 1944 


in the United States will be abolished in con- 
nection therewith. 


The Stock Market. During the usual lull in the 
summer, the Stock Exchange had a firm tone, 
in that the favourable industrial situation and 
the fear of an inflationary price movement had 
stimulated purchases of real values. The labile 
international situation, the fall of share prices on 
the New York Exchange, the appreciation of the 
krona and the consequently diminished competi- 
tion for exports, the apprehension of extensive 
wage conflicts towards the end of the year and 
of a possible further increase in the incidence 
of company taxation have, however, all had a 
damping effect on the movement of share prices. 
After a time the firm tendency gave way to a dull 
tone with a fall of share prices all along the line. 
In such circumstances the mere sale of a holding 
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of Finnish shares valued at some million kronor 
conduced to accelerate the general fall of shares. 

As a consequence of the surprising report that 
the interests of the Swedish Match Company in 
Germany were menaced with confiscation by the 
allied military authorities, match shares rapidly 
changed hands at falling prices. In August reports 
to the effect that the prospect for ore shipments 
had become more favourable entailed the result 
that the Grangesberg Company’s shares were paid 
up to 240 kr., a higher price than had been of- 
fered ever since 1937. 

Sandvikens Jernverks AB. have decided to in- 
crease their share capital by 10 million kronor by 
a new issue at par. The shareholders are entitled 
to subscribe to two new shares for every five 
existing ones. The Marabou Chocolate Factory is 
making an issue of bonus shares amounting to 3 
million kronor in the proportion two new shares 
to three existing ones. 


The Bond Market. The level of bond prices has 
remained, broadly speaking, unchanged and trans- 
actions in bonds have beer on quite a small scale. 
In the main, animated dealings have occurred only 
in regard to short-term loans. Owing to the abeve- 
indicated fact that the exporters, for fear of 
losses on the exchange, have withdrawn foreign 
balances on a considerable scale, the liquid funds 
of the Swedish banks have swollen to such an 
extent that their requirements of short-term in- 
vestments have markedly increased. Soon matu- 
ring 3 % Government loans have changed hands 
at prices corresponding to a yield ranging from 
0.5 tO I.o per. cent. 

There has been a considerable demand for 
Danish and Norwegian bonds, the offers of 
which, however, have been rather scanty. At ihe 
time of the preliminary agreement regarding the 
German assets in Sweden, speculative rumours 
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were in circulation regarding more favourable 
prospects for Swedish holdings of the Young and 
Dawes loans, which entailed a temporary rise in 
the prices of those bonds. 

At the end of the half-year the volume of bonds 
in circulation since the beginning of 1938 had in- 
creased from 5.92 to 11.87 milliard kronor. The 
Government loans had increased from 1.84 to 8.20 
milliard kronor, the loans of mortgage banks and 
societies from 1.29 to 2.54 milliards and municipal 
loans from 0.41 to 0.55 milliards, whilst the loans 
of industrial companies had been reduced from 
1.12 to 0.59 milliard kronor. The principal loan 
transactions in the course of the last quarter are 
shown below. 


Interest Amount Issue 
Issued by rate in mill. price 
in % kr. in % 
Swedish Government (Lottery 
Bond Loan) c. ceri See *2 150 3102.(55 kx 
The Residential Mortgage Bank 
of Sweden . if eee 3 nt 26 = 
Gothenburg Mortgage Bank. . 3 77 aS 100 
The Mortgage Bank of Sweden 3 <a 100 
Svenska Yllekoncernen (The 
Swedish Wool Concern) . 3 ‘/2 I IOI 
The Stockholm and Rimbo 
Railway Co.) 4. -< osm 3*fe * IAg IOI 
AB. Billingsfors—Lange 3 3 4 99"/2 


The largest bond transaction during the quarter 
was the issue of a new lottery bond loan of 150 
mill. kr. with drawings equivalent on an average to 
a yield of 2.47 %. Out of this amount, bonds with 
a face value of 120 mill. kr. are to be used for 
exchange against the lottery bonds of 1936, the 
average yield of which was about 3.02 %, whilst 
the remaining bonds are to be sold at a price of 
kr. 51 per bond with a face value of 50 kronor. 


* In connection with conversion. — ? Thereof 120 mill. 
kr. for exchange against existing bonds and 30 mill. kr. for 
sale. — 3% Being sold privately. — 4 Hitherto ro mill. kr. 
have been offered for sale. 
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Some Statistical Data Concerning Sweden’s Economic Position 


Currency Reserve, Stock of Gold, Note Circulation. 


Jans. 
Feb. 

March 
April 


Dec. 
IV (Average) 


I (Average) I 


Notes 


Net Claims of Banks on Foreign Countries The Riksbank's 
million kronor 5 
Stock of Gold and 
(End of month) Stock of Gold1 pace ie Be on |Note Circulation 
- ee yaad 1 *77° | 
Riksbank Commercial banks | Total (million kr.) ieeeidoar ieee (million kr.) 
1944 | 1945 | 1946 | 1944) 1945 | 1946 | 1944 | 1945 | 1946| 1944 | 1945 | 1946) 1944| 1943 | 1946 | 1944 | 1945 | 1946 
620 | 553 | 800 |—146)—166 266 474 | 387 | 534 | 1676 | 2006 | 2019 | 2296] 2559 | 2819 | 2114 | 2 2565 
. || 626 | 585 | 771 |—150|—178]}—287| 476 | 407 | 484 | 1686] 1996 | 2019 | 2312 atk sa 161 7286 Pan 
| 566 | 575 | 805 ster) St 314) 399 | 408 | 491 | 1770 | 1993 | 2009 | 2335 | 2568 | 2814 | 2057 | 2283 | 2306 | 
604 | 571 | 792 ae —170|—289) 450 | 401 | 503 | 8711 | 1998 | 2016 | 2314 | 2569 | 2808 | 2077 | 2301 | 2467 
$59 | 604 | 897 |—169|—159 —347) 390 | 445 | 665 | 1791 | 1983 | 1998 | 2350 | 2587 | 2895 | 2087 | 2300 | 2404 
| 564 | Got | 916 |—171/— 163-346) 393 | 438 | 570 | 1808 | 1972 | 1988 | 2372 | 2573 | 2904 | 2069 | 2279 | 2337 
| 570 | §80 | 988 |—182)—153,—436, 388 | 427 | 552 | 1813 | 2009 | 1985 | 2383 | 2589 | 2973 | 2138 | 2345 | 2397 
504 595 934 |—174 —158 —376 300 | 437 506 | 1804 | 1988 | 1990 | 2368 | 2583 2924 | 2008 | 2306 | 2379 | 
500 | 690 | 967 |—180|/—157;— 456, 420 | 533 | $11 | 1829 | 2010 | 1693 | 2429 | 2700 | 2660 | 2123 | 2342 | 2388 | 
569 | 774 | 916 | -175|—195 —394! 394 | 579 | 522 | 1885 | 2013 | 1708 | 2454 | 2787 | 2624 | 2156 | 2382 | 2412 
562 | 814 | 880 |—183|—183]! e379 nos | 1907 | 2013 | 1698 | 2469 | 2827 | 2578 | 2223 | 2450) 2513 
577 | 759 | 921 |—179|—178| 308 | 581 1874 | 2012 | 1700 | 2451 | 2771 | 2621 | 2167 | 2301 | 2438 
588 | 783 | —179|— 132] 409 | 651 1917 | 1993 2505 | 2776 2248 | 2474 
563 | 817 —163|—173| 400 | 644 1939 | 1993 2502 | 2810 2226 | 2478 
567 | 758 —162|—255 405 | 503 1943 | 2024 2510 | 2782 2375 | 2663 
573 | 786 _—168|— 187) | 405 | 599 1933 | 2003 2506 | 2789 2283 | 2538 
The figures comprise balances with foreign customers 
| and holdings of foreign bills and foreign bonds less At end of month Monthly averages 
amounts due to foreign customers 


* The Riksbank holding of gold is given at its market value, other items at their book values. 


Commercial Banks, Stock Exchange. 


Commercial Banks 


Share Index Shares sold 
; ie ant jon the Stockholm 
(aauetrice Tndascion Sst waar ae 
1946 | 1944] 1945|1946 | 1944] 1945| 1946| 1944 | 1945 | 1946 
833 || 168} 188) 192] 195| 220] 228] 474 | 1049] 952 
594 | 164] 191 | 193] 190/226) 233/ 396| 944] 595 
508 || 165] 191| 190] 196] 227| 233| 505 | 777] 601 
645 || 166| 190) 192| 194|224| 231| 458 | 923| 716 
517 1167] 190| 195] 197] 230| 241| 47 682| 725 
374 | 168] 191] 194] 192|231| 238 ee 887 | 610 
290 |/164|] 184] 196) 188) 223) 237] 364 | 679] 850 
304 ||I 188 | 195| 189 | 228) 230} 3790 | 749) 728 
398 | 166] 192] 200] 192] 228| 238| 273 | 442) 549 | 
377 || 169} 193| 198| 204) 228 | 236/ 551 | 544] 510] 
171 | 195| 192] 200|228| 230] 442 | 450] 518 
169 | 194; 197] 201 | 228| 235] 422 | 479] 528 
174] 190 207 | 222 362 | 543 
177 | 185 212 214 | 536 | 512 
179 | 183 213 | 214 | $57 | 479 
‘ 177 | 188 | 204/217! —| 485 | 511 
“2 - ve Averages per 
The figures denote mide | stock. Exchange 
business day 


Advances warpine of 

shih tytn | incl. bills rediscoun- Deposits 

(million kr.) | ted (million kr.) (million kr.) 

(1944 1945/1946 1944|1945| 1946) 1944 | 1945 | 

| | 

an.. : 5686 | 6398 | 6814 | 4635 | 5141 | 5981 | 1051 | 1257 
ree. : 5043 6304 | 6714 4688 S193 O120i), 6955.) 1IEt 
March . . 5680 | 6368 | 6768 | 4814 | 5206/6260) 8 1162 
I (Average) | 5670 | 6357 6765 | 4712| 5180 | 6120) 957 | 1177 
rile. sss 5690 | 6437 | 6398 | 4842 5305 | 6381) 848 | 1132 
May -..:. 6377 oat - 4 | 5342 6493 ap 1035 
HERMES es Fe 57 454 51 | 4852 | 5302 | OSO1 1092 
II (Average) | 5722 | 6423 | 6872 | 4853 53306478 869 1086 
Wrilvenes te: Ss 5 1 | 6992 | 4836 | 5346/6594) 1064 | 1255 
Arp ens eo 6070 | 6704 | 7029 | 4886 | 5442 | 6652) 1184 | 1262 
Repent) 6 Sees 6192 | 6828 4992 | 5458 | 1200 | 1370 
Ill (Average) | 6054 | 6711 4905 5415 1149 | 1206 
Otis: 2 pens aie 6275 | 6877 5042 | $490 1333" 21387 
NiGhe Os ae ee 112 | 6776 5058 | 5630 1054 | 1146 
Drew aodtts 6212 | 6669 5121 | §763 1091 906 
IV (Average) | 6200 | 6774 5074 5628 1126 | 1146 

Deposits from and loans to the public within 

Notes the country (at the end of the respective month) 

2—463122 
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Rates of Interest and Price Level. 
eee Eee 


Yield on Bonds 


(%) 


Wholesale Price Index (Board of Trade) 


(1935 = 100) 


Cost of Pr r-- 
Index 


| July 1914 = 100) | 


Govt. Loans | Industrial Loans Import Goods | Export Goods All Goods 
1944 | 1945 | 1946 | 1944 | 1945 | 1946 1944 | 1945 | 1946 | 1944 | 1945 L146 1944 | 1945 | 1946) 1944| 1945 1946 
) | 
an 31 | 3.25| 3.05 | 3.57| 3-39 | 3-02 | 298 | 287 | 253 | 208 208 | 207 | 195 | 195 | 184 } 240 | 241 | 247 
ye Ee he are Ae ae 3.04 | 3.57| 3-14| 2-98 | 298 | 288 | 254 | 208 | 208 | 208 | 195 | 195 | 185 | - . - 
March . . 3.30 | 3.04] 3.03| 3-62| 3-02 | 2.98 || 301 | 289 | 252 | 208 | 208 | 209 | 195 | 196 | 184 
I (Average) 3.30| 3-12| 3.04| 3.59| 3-18] 2.99 || 209 | 288 | 253 | 208 | 208 208 195 195 | 184_ 
Aprile ree ta 3.33 | 3.04| 3.03] 3.62] 3.01] 2.98 || 297 | 290 | 248 | 208 | 207 | 210 | 195 196 | 184 || 241 | 242 | 241 
IME ecu Beeps ee 3.33 | 3.04| 3.03 | 3.62] 3.02] 2.98 || 293 | 289 | 248 | 208 | 205 | 212 | 197 | 196 | 185 | . . 
ijtumewee ss 3.32 | 3.05] 3.03] 3.60] 3.02] 3.00 || 291 | 289 | 247 | 208 | 205 | 215 | 197 | 197 186 
II (Average) || 3-33) 3-04| 3.03| 3-61 | 3.02 | 2.99 || 204 | 280 | 248 | 208 | 200 212 196 | 196 | 185 
ake eo eo a 3.32 | 3.05] 3.03] 3.60] 3.02} 2.98 || 291 | 288 | 247 | 208 | 205 | 215 | 198 196 | 186 || 240 | 241 | 243 
UNG ae eye Oe, Bee 3.31 | 3.05| 3.03] 3-57] 3.01] 2.98 || 291 | 262 | 247 | 208 | 205 | 215 | 197 | 194 | 185] - - : 
Septem a 3.30 | 3.05 | 3.03] 3.55] 3.00] 2.98 || 288 | 263 209 | 205 196 | 191 
Ill WAS) 3.31 | 3-05 | 3.03] 3-57] 3.01 | 2.98 || 290 | 271 208 | 205 197 104 
(Olives & amtka 3.30 | 3.03 3.53 | 2.99 288 | 274 209 | 203 195 | 191 243 | 242 
Nov 3.29 | 3.03 3.49 | 2.92 288 | 276 209 | 202 195 19t | ee 
Wecreray tt 3.26 | 3.04 3.40 | 3.02 288 | 274 208 | 201 195 | 190 | 
IV (Average) |! 3.28 | 3.03 3-47 | 2.98 288 | 275 | 209 202 195 I9Q1 


Not Calculated on market prices at Refers to end 
Cee middle of months of quarters 
Trade and Industry. 
Index of Pro- Number of 
Total Imports | Total Exports pepe = | Unemployed Rilesetres A (Unem — - 
(million kr.) | (million kr.) |Accordipe to Feder.) ~~ Registered by loaded Tracks |" 5 
of Swed. Industries] T ahour Commission | on State Railways| (*) 
(1935=100) || 
I | 
: Lol ene one —- es = = SEs 
1944] 1945] 1946] 1944] 1945] 19:6 1944 | 1945 | | 1946| 1944 | 1945 | 1946 | 1944) 1945 | 1946) 1944 1945 | 1946 
—— 
‘lens eeiptet A. « 12Z| 106] 219|| 47) 26] 199) 108 | 114 | 125 | 15845| 12088] 88 829 | 89. 8 .0) 114.6 8.5 | 6. 5 
IRAE o cg bone 156| 52] 189 2] 31] 165! 109 | 88 | 127 l17584/ 12862) 8564! 103. 9| 940) 107.6 go re =a 
Mars tee 169} 67] 226]) 69) 35} 167] 109 | 84 | 128 | 17272 | 13521 | 8118 114.0) 106.3) 119.2 7.2 | 5.9 | ae 
I (Medeltal) || 149) 75| 211) 50| 31| 177] 100 | 95 | 127 | 10888| 12824) 8504 102. 3 08.8, 113.8]| 7.9 | 6.2] 5.2 
IMM oo G8 6 158] 41| 267) 63] 31] 180] 109 | 84! 129 | 15660 12044| 6534 102.9 O5-5\t11.2] 5.5 | 4.5 | 3.2 
Majiceemetss tsa 5 164} 48] 299|| 73| 44] 237]) 108-1 84 | 129 | 11797) 10021 | 4594) 10l.a) 94.51117.7]| 3.7 | 3.8 | 22 
Nant pees fe 162] 50] 283], 84) 125] 222] 109 | 85 | 128 | 8790| 7924) 3487) 100.7) 97.21103.6 3.0 | 3.6 | 2a 
1 (Medeltal) | 161| 46] 283] 73 213] 109 | 84 | 129 | 12082) 9996| 4872) 101.6) 9§.7.110.8|) 4.1 | 3.9 | 2.5 
A fil iby ow cae see 144 ©} 300] 79) 209} 238] 107 | 115 | 126 | 7313] 5966 2704 || 101.6] 100.6| 25 | Sia 
Ag Mareen sie 140| 69] 290 68 | 268] 193]| 106 | 120 | 6790] 5406 108.4] 108.6! 2.8 | Sz 
Sept E37) 135 54| 245 107 | 122 | 6828] S409 108.4| 112.8 2.9 | 3.0 
areas (Medettat 140 2 7 ee 107 | 119 6077| 5504 100.1, 107. 5 2.9 | 3.1 
102] 162 56| 267 IIO | 124 7494| 5842 |) 104.4] IT 
Nov. 109| 160 98 | 240 Il? | 125 8674| 6757 | OE, ine i re as 
IDX 101 | 157 WN 2.4. 135 | Iss 11044) 7296 b ob 103.5) 7.21 6.7 
Dee Ly: (Medeltal) 104| 160 77 | 247 112 | 125 9071 | 6632 | | 101.6) 110.8 4.9 4.6 
ieee Seasonal change Million kilom. ||% of total members| 
removed per month at end of month | 
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Statement of Condition August, 31st, 1946 


ASG ES 
ROMEO RNAI OSU SG ba ag clea Ae k win BAN Arg! ae gcd & Kr. 79.445.456 
uremic brea erty) BS os ed Ae aed a Sane vase oaiee »  258.000.000 
ee ee Ne Ge ao ideo. twee Pre he ee Sr Ge 
MUCMAICECRN eee Fe, oes cs ee Aik ake toe ee »  837.160.885 
Serre eCKE IIE MGECUION) Coen se gL ee Hy pepe odd: Weta: > 195-475-359 
PARMEMEIY SAVIN LEER Seeds kw hol 6 AM is 16. eee na es > 88.299.786 
Ce er ty ee ee ees nS ee > 35-281.216 
I ee ere ae ee ea » ~302.7907.259 
APD ge Eee Oe eI a Sa RP Oe a oe > 82.070.994 
Dees, Porsirere ang Prrritgsy er ne oo eee es > 22.280.148 
Kr. 2.127.240.361 
LIA BILLIEILES. 

Bills at sight in circulation (»postremiss» bills)... ...... Kr. —19.551.504 
DRM Ae WCU, Cine F Rislaney 6.5 oo tsi ee Howe KN ake » 433-651.638 
RPE es Ce gee clas gare ey nT eye hee > 1.294.527.684 
Darassand Savities banks: .n.0eice 6 ck ee ee we ae >»  136.698.771 
DEP OUNES C5... ck, a ue a os ee ty ee ws es ae > 59-810.764 

Shace> Capital (AF oS ate Fe ete ne . . Kr. 95.708.000: — 
eRe PIS ty iy 950). u ys a 8 » _87.292.000:— 5 — 183.000 000 


Kr, 2.127.240.361 
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GOTEBORG STOCKHOLM MALMO 
Offices and Branches: 

Alsterbro Gamleby Laholm Pitea Torshilla 
Anderslov Gnesta Landskrona Trelleborg 
Ankarsrum Grythyttan Lenhovda Ramkvilla Trosa 
Arboga Gronskara Lessebo wines Tumba 
Arlov Gustavsfors Limmared Se : Tuna 
Asa Garsnas Lindesberg ee Tystberga 
Askersund Gavle Linképing Sr Olof hue 
Bengtsfors Gokalund Loftahammar pps SME i je2 ire 
Bena Goteborg Lomma Sjébo ar 

(7 local branches) 5 
Billesholm Lulea Skelleftehamn = Vagnhiarad 
Bjorkvik Hallsberg Lund Skelleftea Valla 
Boden Halmstad Léderup Skivarp Vaxholm 
Boliden Hiaillefors Malmképing peat Vellinge 
Borgholm Halsingborg Malmc Smalands Vimmerby 
Boras Harndsand (5 local branches) Gillaryd Vingaker 
Bromolla Hoganas Mariedam Solna Vastervik 
Bralanda Horby Mariefred Spare Vaxjd 
hel . MMallerina Stallarholmen 
Backefors si Moheda EOneY bia 
ie Kalmar Malilla Stace nants Ammeberg 

: Karlshamn Moérbylanga sedasie ss Amil 

Dalsj6fors ie Straneniis aie 
Degerhamn eters Nora ay Animskog 

Katrineholm At Svalév Astorp 
Ed Klippan Norrképing Séderhamn 
Eskilstuna meee Nae . Sddertilje Almhult 
Eslsy Kristianstad Nye ere Sddra Vi Angelholm 
Falsterbo (7/6-3*/s) Kumla Nynashamn Sdlvesborg Cnelan 
eee oak ae a Teckomatorp — Orkelljunga 

ping Perstorp Tollarp Overum 


[ 


